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Efficiency of Japanese Gas Business
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Abstract
In the Japanese gas business, new entry to the market for large-scale users has been
authorized by the revision of the Gas Business Law in 1995. Continuously, the field of lib-
eralization was expanded between 1999 and 2004. This paper calculates the efficiency of
gas companies during the period from 1997 to 2006 using network DEA and evaluates the
effect of the regulatory reform in the gas market.
As a result of calculation, the efficiencies in both manufacturing and distribution sec-
tors have improved since 2004. Furthermore, gas companies have recently substituted
liquid natural gas (LNG) for liquid petroleum gas (LPG) as material for the manufacture
of gas. Although LNG has economic merits, efficiency of the gas companies in transition
from LPG to LNG was lower than that of other companies. The result implies that the im-
provement of efficiency may not be expected when they are in transition.
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